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i«sir ment prepared by:

VIRGIMA GASAIVD OIL ROARED

I

Order recorded «ader?

CODE OF VIRGI1VIA

JF43.1-361.26

VIR G IN IAr BEFORE THE GAS AND OIL BOARD

APPLICANTS: CNX Gas Company on behalf of HC Bostic coal
Company and James R. Grace, Bill and Helen
McReynolds, and Peggy Arnot.

DOCKET Jody.

03-0413-1136-01

RELIEF SOUGHT:

Issuance: A Supplemental Order for Disbursement of Escrowed Funds

Action: Amending Prior Orders Affecting Drilling Unit AV-118. Tract 2
(Referenced herein as "the Subject Drilling Unit" )

Location: Russell Countv. Virainia

Action Details:

(I)To provide a calculation of funds, Unit Operator has deposited into the Escrow Account
for Drilling Unit AV-I 1 8 by Tract Subaccounts;

(2) To provide each applicant, in simple terms, a complete month over month Royalty
Accounting of unit production, costs, taxes and proceeds, depicting variables used in

the calculation of royalty payments to the unit escrow account.

(3)To disburse unit funds to the Applicants, in accordance with their Unit Ownership

Interests relative to those funds deposited by the Unit Operator into Subject Drilling

Unit's Escrow Subaccount for VGOB Tract(s) identified in Table I.

REPORT OF THE BOARD

FINDINGS AND ORDER

I. Hearing Date and Place: This matter came on for tinal hearing before the Virginia Gas and Oil Board (herein

affomda) at 0:00 a.m. on February 15, 2011, at the Southwest Virginia Higher Education Center on the campus of
Virginia Highlands Community College, Abingdon, VA.

2. Annearancest Mark A. Swartz of Swartz Lmv Offices appeared for thc Applicant; and Sharon M.B. Pigeon,

Assistant Attorney General, was present to advise the Board.

Jurisdiction and Notice: pursuant to Va. Code 0 45.1-361.1 ei seq. , and in particular Va. Code 8 45.1-

361.21 and 45.1-«61?2, the Board finds that it has jurisdiction over the establishment and maintenance of an escrow

account, with tract subaccounts, for each of the coalbed methane gas drilling units established by thc Board through

its field rules that are subject to a Board pooling order. Further, the Unit Operator is required to deposit, as

applicable, those funds specified in Va. Code 0 45.1-361.21.Da 45.1-361?H.A.2, 45.1-361.22.A.3 and 45.1-

36122 A 4 into the applicable escrow tract subaccounts. The Board finds that: (I) while it does not have jurisdiction

to resolve conflicting claims to the ownership of the Coalbed Methane Gas produced by the Unit Operator from wells

located on Subject Drilling Unit, and (2) while it does not have jurisdiction to interpret anuements by and beuveen
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the Gas owners/claimants and/or the Unit Operators or to abridge or contravene the provisions of such agreements,

(3) pursuant to Va. Code 6 45.1-361.22.A.5, the Board does have jurisdiction and authority to disburse funds
from the Escrow Account provided the Board has been provided with a final decision of a court of competent

jurisdiction adjudicating the ownership of coalbed methane gas as between the conflicting claimants or an agreement

among afl claimants owning conflicting estates in the tracts in question or any undivided interest therein or a decision

from a court appointed Arbitrator.

4. Prior Proceedings:

4.1 (a) On April 15, 2003, the Board executed its order pooling interests in the Subject Drilling Unit for the

production of occluded natural gas produced from coalbeds and rock strata associated therewith (herein "Gas")
in accordance with the provisions of Va. Code SS45.1-361.21 and 45.1-361.22 (herein "Pooling Order" ). The
Pooling Order was filed with the Clerk of the Circuit Court of Russell County on May 29, 2003, in Deed Book
583, Pages 0389 to 0405 instrument 0002275. The Supplemental Order was executed and recorded in with the

Clerk of the Court, Russell County on November 17, 2003, in Deed Book 596, Pages 0936 to 0943 Instrument

0005014.

4.2 To the extent claims to the Gas were in conflict, pursuant to Va. Code S 45.1-361-22 payments attributable to

said conflicting claims were ordered deposited by the Unit Operator into the escrow account established by the

Pooling Orders (herein "Escrow Account" ). According to the Poolin Orders and testimony, HC Bostic Coal

Company and James R. Grace, Bill and Helen McReynolds, and peggy Amett in the Subject Drilling Unit have

entered into royalty split agreement(s) for 3.75727 acres in a portion of Tract 2 that became subject to the

escrow requirements of the Pooling Order.

4.3 The Unit Operator's Miscellaneous Petition regarding a portion of Tract 2, a copy of which is attached to and

made a part hereof, states under oath that HC Bostic Coal Company and James R. Grace, Bifl and Helen

McReynolds, and peggy Amett in the Subject Drilling Unit have entered into royalty split agreement(s) for

3.75727 acres in a portion ofTract 2 and should be disbursed in a portion of Tract 2 and escrow regarding this

individual claim detailed herein is no longer required and monthly royalty payments are to be made direct to

the parties.

4.4 The Unit Operator ave notice to HC Bostic Coal Company and James R. Grace. Bill and Helen McReynolds,

and Peggy Amett in the Subject Drilling Unit have entered into royalty split agreement(s) for 3.75727 acres in

a portion ofTract 2 at ils hearing on February 15, 2011, and consider whether to: (I) amend the Pooling Order

to provide for the disbursement a portion of funds on deposit in the Escrow Account anributablc to a portion of
Tracts I as identified in the attached miscellaneous petition (2) delete the requirement that the Unit Operator

place future royalties attributable to a portion ofsaid Tract 2, the interests of Applicant identified in the

miscellaneous petition in the Escrow Account, and (3) continue the escroiv account under this docket number

because parties other than those seeking disbursement under this order are subject to continued payments in the

esci'ow.

4.5 The Unit Operator filed the attached accounting (Exhibit A) for Subject Drilling Unit's Escrow Account with

the Board ("Accounting" ).

Findings:
5.1.Va. Code 45.1-361.22.5 provides:

The Board shall order payment ofprincipal and accnred interests, less escrow accoani fees. fram the escrow

account to conflicting claimants wirhin thirty days of receipt of notification of(i) a final decision ofa coitrt of
cotnpetenr jnrisdiction adjudicating the ownership of coalbed merlrone gas os benveen thetn or liii an

agreeinent ainong all claimants owning conflicting estates in tlie tracts in ipiestion or any undivided inrerest

iherein. The aniount to be paid to the conflicting claimants shall be determined based on ihe percentage af
ownership interest af tlie conflicting claimants as strown in the operator's supplemental filing made part of the

pooling order that established the escrow account, the operaror's records ofdeposits aaributable to those tracrs

for which fiinds are being requested. and rhc records of the escrow accoiint far the coalbed methane gas

drilling unit. The inreresrs ofany cotenanrs who have not enteredinto an agrecmenr shall remainin rhe escrow

account.
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(I) HC Bostic Coal Company and James R Grace, Bill and Helen McReynolds, and Peggy Amett in the
Subject Drilling Unit have entered into royalty split agreement(s) for 3.75727 acres in a portion ofTract 2
of the Subject Drilling Unit; AV-1 18.

(2) Net interests attributable and to be disbursed to Applicants are shown in Table I,

(3)
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6. Relief Granted:

For the reasons set forth in Paragaph 4 and 5 above, and based upon the Accounting and Table I above, the Escrow
Agent is ordered to, within 10 days of receipt of this executed order to disburse funds for the unit and applicants
detailed in Table I above.

Exhibit E to the pooling Order, showing owners subject to escrow, is deleted and replaced with the Exhibit E auached
to this order. Further, the Supplemental Order filed in this cause is hereby modified to delete the requirement that

payments attributable to the contlicting coalbed methane gas ownership interests of those applicants indicated in

Table I be deposited by the Unit Operator into the Escrow Account, and because there are other owners subject to
escrow under the Supplemental Order, the Escrow Anent is directed to continue the Escroiv Account for Subject
Drilling Unit. To the extent not speciTically granted herein, any other or further relief is denied.

7. Conclusion:
Therefore, the requested relief and all terms and provisions set forth above in Paragraph 6 above be and hereby are

granted and IT IS SO ORDERED.

8. ~Aeals:
Appeals of this Order are governed by the provisions of Va. Code 6 45.1-361.9 which provides that any order or
decision of the Board may be appealed to the appropriate circuit court and that whenever a coal owner, coal operator,

gas owner, gas operator, or operator ofa gas storage field cenificated by the State Corporation Commission is a party

in such action, the court shall hear such appeal de novo.
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9. Effective Date: This Order shall be etfective on the date of its execution.

in
DONE AND EXECUTED this~day of~

I/
, 2011 by a majority of the Virginia Gas and Oil Board.

Bradley Cfi L)jlutch) Lambert, Chairman

Virginia Gormand Oil Board

DONE AND PERFORMED this r/Wday of ArO I" I , 2011 by an Order of this Board.

David E. Asbury Jr.,
Principal Executive to the StafF
Virginia Gas and Oil Board

COMMONWEALTH OF VIRGINIA )
COUNTY OF RUSSELL )

Acknowledged on this ~day of/'M~r 8, 2011, personally before me a notary public in and for the

Commonwealth of Virginia, appeared Bradley C. Lambert, being duly sworn did depose and say that he is the Chairman of

the Virginia Gas and Oil Board and David E. Asbury Jr., being duly sworn did depose and say that he is Principal Executive

to the Staff of the Virginia Gas and Oil Board, that he executed the same and was authorized to do so.

nQ/re- a 67' /~
My commission expires: 09 / 30 / 2013 Notary Public ¹174394

100862

9 ggll This deed was ties day

m ~ m
THE CIRCUIT COURT OF RUSSELL COU NIV,

prssentedin satd olfice, and npon the cemricale el acanonlsdgment Ihemlo ann .a mi

2 tas im posed ay Sec.58 I Sfiz. :nNN .McREVNOLOS. CLERK

O. CLERK
S'/.

Onghal mlamed the data to' ~g Q2lll~



Exhibit A-1

Tract-by-Tract Escrow Calculation
Account Balances as of 11/30/10

UnitAV-118
VGOB 03-0415-1136-01

Acres Escrowed: 5.43727

BOOK 733PADEOl52

Owners
Tract Owner

Tractu Acres Acres Interest
Ownem'

Percent of
escrow

Amount
Oue Owners
$1?.267.03

Pocahonlas Seam univ
HC Boatic Coal Comcanv -06G 3 7g727

Mvrtfe Oonohoe Ove Heirs - Coal 2 10.34
James R. Grace 1.2524 1I3

Bill 8 Helen McRemolda 1.2524 1f3
Pen cv Amelt 1.2524 1f3

34.5511% $5.965.94

11.5170% $1.968.65
11.5170% $1.988.65
11.5170% $1.986.65

Bttfrrhrt53lfara0aghgetatilt0fgtn

Wells conlrihugng lc the escrow account: AV118

Page I of 1 P~¹5J~
mjz& I



PETITIONER: CNX Gns Company LLC

RELIEF SOUGHT: (I) DISBURSEMENT FROM
ESCROW REGARDING TRACT(S) 2

(2) AND AUTHORIZATION FOR DIRECT
PAYMENT OF ROYALTIES

DIVISION OF GAS AND OIL
DOCKET NO: VGOB 03-0415-1136-01

HEARING DATE: February 15, 2011

DRILLING UNIT: AV-118

RUSSELL COUNTY, VIRGINiA

MISCELLANEOUS PETITION

I, Petitioner and its counsel: Petitioner is CNX Gas Company LLC, 2481 John Nash Boulevard,

Bluefield, WV 24701, 304/323-6500. Petitioner's counsel is Mark A. Swarlz, SWARTz LAW OFFtcnn, r Lnc. ,
601 S(~th Avenue, Suite 201, P.O. Box 1808, St. Albans, WV 25177-1808.

Relief sounhti (I) the disbursement of escrowed funds heretofore deposited with the Board's

Escrow Agent(s) anributable to Tract(s) 2 as depicted upon the annexed Exhibit A-I; and (2) authorization to begin

paying royalties directly to the parties to the royalty split between HC Bostic Coal Company and James R. Grace.

Bill and llelen Mcficynold», and Pegg& Amen

3. Lenal Authoritv: Va. Code Ann. 0 45.1-361.1 et s~e., 4 VAC 25-160-140., and relevant Virginia

Gas and Oil Board Orders ("Board") heretofore promulgated pursuant to law.

4. Tvoe of wefi(el: Coalbed methane.

5. Factual basis for relief reeuestedi HC Bostic Coal I'ompeny and James R Grace, Bill and

Helen McReynolds. and Peggy Amen have entered into royalty split agreement(s). Said royalty split agreement

allows the Applicant and Designated Operator to pay royalties directly to the persons identified in Exhibit EE
annexed hereto and the annexed Exhibit A-l, further, specifies how said royalties are to be divided and paid.

6.
and correct.

Attestation i The foregoin Petition to the best of my knowledge, information, and belief is true

CNX GAS COMPANY LLC
BY ITS PROFESSIO AL MAN+GER
CNX AS COMPA LLC, BTITIONER

P olin upervisor
C and Resources, Inc.
2481 John Nash Blvd.
Bluefield, West Virginia 24701
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EXHIBIT A

M[ Dl E RIDWE 'I F IE 0
UNIT AV 118

rOITCE POOLING
I/GOB-03-0415-1136

Well Name and Numher UNIT AV118

Quacrangie Nonaker

Scaie; 1" = 400' gate ~&73
or a final plat

Eorm rg Sn-
Rr.v. 9/91

IRNPFPDOAIAVNAPODAAP DYNITNORIAA ~ AN

Co ony Pocahontas Gas PartnershipORpany

Tract No, Elevatian
county Russell District New Garden

This plat is a new plat E ' : an updated~ lat

Licensed ro essiand P fessianal Engineer Jr Licensed Land Surveyor
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POCAHONTAS GAS PARTNERSHIP
Unit AV-118

Tract IdentITication
(49.89 Acre Unrt)

1. Steve IN. Hubbard, et el- Fee (encept Coal In Red Ash and Jawbone Seams)
Pocahontas Gas Partnership —Oil, Gas and CB08 Leased
88artln McGee —Coal in the Jawbone Seam
Ira and Polly Hubbard, Heirs, Devisees or Successors —Coal In the Red Ash Seam
Pocahontas Gas Partnemhip —Og, Gas and CBM Leased
11.62 acres 23.2911%

H. C. Bostic Company —Ag Minerals except Coal In Pocahontas and Red Ash Seams
Pocahontas Gas Partnemhlp —CBM Leased

'INyrtle Donohoe Dye Heirs, Successors or Devisees- Coal In Pocahcntas Seam
Ira and Polly Hubbard, Heirs, Devisebs or Succ'essors —Coal In the Red Ash Seam
Pocahontas Gas Partnership —Oil, 'Gas and CSM Leased
H.C. Bostic Company - Surface
10.34 acres

'
20.7256%

3. Dorothy Miller, et el-Fee except Coal In Red Ash and Jawbone Seams
Knox Creek Coal Corporation —Coal In Jawbone Seam
L. E.Joyce and W. PrJoyce- Coal In Red Ash Seam
L E.Joyce and W. P. Joyce -' Coal Seams Above Red Ash Seam Leased
Pocahontas Gas Partnership —Oil, Gas and CBM Leased
6.64 acres 13.3093%

Alice M. King- Coal (except Coal in Red Ash and Jawbone Seam)r Surface and Oil

Knox Creek Coal Corporation —Coal in Red Ash and Jawbone Seam
Martin McGee, et ux- Gas
Pocahontas Gas Partnership -Oil, Gas and CBM Leased
5A8 acres 10.9842%

Swords Creek Land Partnership Tr. 58- Fee
Reserve Coal Properties Company —Below Drainage Coal Leased
Knox Creek Coal Corporation -Above Drainage Coal Leased
Pocahontas Gas Partnership -Oil, Gas and CB88 Leased
TA5 acres 14.9329%

Earnest Junior Hensley —Fee (less Red Ash Seam)
Ira and Polly Hubbard Heirs —Coal in Red Ash Seam
1.68 acres 3.36T4%

Martin E. McGee —Ag Minerals except Coal In Red Ash Seam
Knox Creek Coal Corporation —Coal In Red Ash Seam
Pocahontas Gas Partnership -Og, Gas and CBM Leased
Emmanuel Hubbard, et al - Surface
6.68 acres 13.3895%

Page 1 of1

March 3, 2003



Exhibit E
Unk AV.116

Docket m/GOB tmcmt5-113641
List of Cong let/ng Owners/Claimants that require Escrow

(6639 Acre Unit)
Revised Exhlhlt

Acres In unk

GOOK
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Interest ln

unh

Escrow due lo Unknown/ Unlocatahle

COAL OWNERSH/P

u) Earnest J Hens/ey

Addmsase U/rkpomr

OIL 6 GAS OWNERSHIP

(I) Earnest J.Hensley
Addresses Unknmvn

1.63 acres

1.66 scree

3.3674%

3.3674%

Pagetof 1
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Exhibit EE
UnltAV-118

OncketMIGOB 03m415-1130BI
List of 0 on 8 lctin g owns mml elm ants with Royally ap lit Agreements

(49.89 Acre Unit)
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Interest In Percent Well
Acres ln Unit Unit of Escrow AV110

7 m s2. 10.34

COAL OWNERSHIP

(2) Myrtle Donohoe Dyn Helm, Devisees,
saccessomorAssigns(Pocaho leases l

(s) James R. Grace
18120 Srekenrldge Court
Ahingdon, VA 24211

(6) Bill 6 Helen McReynolds
151 Mar Lake Dr.

Hawthorne. FL 32040

(c) Peggy Amen
2aaO Laster Court
Mans8eld, OH 44e03

OIL 6 GAS OWNERSHIP

loam ames

3.45 ncr05
Ua of 1034 acres

3.45 ncr8a
U3 of 10.34 acres

3.45 acres
lm oMO.34 acres

20.7256%

6 9005%

e.aoesp

e.oases

Esofuwad
36.3372'6
of their '

11.SITOJ. ' Interest
1ri linit

11.5170%

w, sf Toy.

(I) H.C. Bostm Coal Company
P.O. Box 220
Swonls Creek, VA 24649

10.34 ames 20.7256% 34.5511'7 Paid
03.6628%
of thetr
fntenmt
In unit' NoTE Ashough the us cits 10 34 acres, only the ownership of the puca honlas seam is I crmtxcL

To calculate acres escrmmd ic 34 acres x 30 3372% (vlhich I dlcates pocaho las sea ) = 3 757266 acres in conk ct

Page I of I 2O4/2011


